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IQ.  (SBU)  The  international  financial  crisis  is  not  expected  to 
affect  the  results  of  ongoing  bilateral  assistance  programs  in 
Lebanon.  As  highlighted  in  detail  in  Ref  B,  Lebanon  has  sofar 
managed  to  avoid  most  of  the  impact  of  the  global  financial  crisis. 
Lebanese  banks  have  minimal  lQks  to  foreign  counterparties  affected 
by  the  crisis,  and  the  regulatory  framework  prevented  Lebanese 
banks'  exposure  to  structured  financial  products.  Because  of  the 
strength  of  the  banking  sector,  bank  deposits  have  actually 
increased  in  Lebanon  since  the  crisis  began,  with  funds  coming  in 
from  the  Lebanese  diaspora. 

1.2.  (SBU)  Nonetheless,  the  slowdown  in  the  Gulf  may  yet  have  an 
impact  on  the  Lebanon  in  the  short  and  medium  term.  The  Lebanese 
economy  has  long  been  boosted  by  a regular  stream  of  remittances 
from  Lebanese  in  the  Gulf  and  elsewhere;  around  350,000  Lebanese,  or 
one  third  of  the  workforce,  are  employed  in  the  Gulf  at  salaries 
more  than  four  times  those  of  workers  in  Lebanon.  If  the  Gulf 
economy  declines,  the  impact  on  Lebanon's  economy  will  clearly  be 
negative.  Already  some  laid-off  Lebanese  workers  have  returned  from 
the  Gulf,  and  if  the  trend  continues,  the  result  will  be  higher 
unemployment  and  less  disposable  income  for  families  used  to 
receiving  remittances.  Addressing  the  Association  of  Banks  in 
Lebanon  in  December  2008,  Governor  Riad  Salameh  of  the  Central  Bank 
of  Lebanon  urged  local  banks  to  offer  more  loans  to  the  private 
sector  in  2009,  in  an  attempt  to  create  jobs  and  boost  GDP  growth. 

13.  (SBU)  To  address  the  potential  negative  impact  in  Lebanon,  USAID 
assistance  programs  in  Lebanon  in  2009-2011  will  continue  to  focus 
on  economic  growth  through  increasing  job  opportunities,  new 
business  creation,  income  generation,  access  to  finance,  and 
exports . 
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